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BEFORE THE PUBLIC SERVICE COMMISSION OF NEBRASKA

In the Matter of Nebraska Resources
Company, LLC, Tulsa, Oklahoma,
seeking a Certificate of Public Convenience

Application No. NG-0053
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COMMENTS OF SOURCEGAS DISTRIBUTION LLC
REGARDING PROPOSED SCHEDULE AND SCOPE OF HEARING

INTRODUCTION
On January 15, 2008, Nebraska Resources Company, LLC ("NRC") filed an Application

for a Certificate of Public Convenience and Necessity ("Application") to authorize NRC to
operate as a jurisdictional utility in Nebraska. SourceGas Distribution LLC ("SourceGas") is a
formal intervenor in this proceeding.

On March 3, 2008, the Commission's Hearing Officer, Commissioner Frank Landis,
convened a planning conference. On March 35, 2008, the Heéring Officer issued an Order
Requesting Comment Regarding Proposed Schedule and Scope of Hearing. SourceGas submits
the following comments in response to the March 5th Order.

COMMENTS

Scope of Hearing

NRC proposes to construct and operate a natural gas pipeline located wholly within the
State of Nebraska. This Commission first examined certain "threshold questions" posed by NRC
in its Order issued on October 30, 2007 in Docket NG-0051 (the "Jurisdictional Order™). In
SourceGas' view, there are serious questions whether the NRC Application is consistent with the
Jurisdictional Order.

First, the Commission determined in its Jurisdictional Order that it would have
jurisdiction over NRC's proposed intrastate pipeline under the "Hinshaw Exemption" to the
federal Natural Gas Act. 15 U.S.C. §§ 717 et seq. The Commission correctly observed, at pages
4 and 5 of its Order, that pipelines covered by the Hinshaw Exemption are "matters primarily of
local concern and subject to regulation by the several States” and "[a] certification from such
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jurisdiction over rates and service of such person and facilities and is exercising such jurisdiction
shall constitute conclusive evidence of such regulatory power or jurisdiction." 15 U.S.C. §
717(c) (Jurisdictional Order, at 4-5). The Commission correctly concluded in its Jurisdictional
Order that "[i]f a pipeline falls within the Hinshaw Exemption as outlined [in the order], it is
subject to the jurisdiction of the state in which it is located and the utility must comply with all
state statutes and regulations." (Jurisdictional Order, at 6). As the Commission declared, "A
utility is not free to either subject itself to the commission's jurisdiction or not." (Id).

SourceGas agrees and submits that the Application continues to propose a mixed state-
federal jurisdiction that will undermine the Commission's authority over the proposed pipeline.
NRC has elected to apply for a certificate of public convenience from the Commission, and the
NRC pipeline, which will be located wholly within the State of Nebraska, must be subject,
wholly and not partially, to the Commission's jurisdiction. SourceGas respectfully submits that
this issue must be a part of the scope of the hearing in this matter, including appropriate
associated conditions accompanying any Commission grant of authority.

Second, SourceGas concurs with the Hearing Officer's statement, at page 2 of the March
Sth Order, that the Commission must address in this proceeding the question of whether NRC's
proposed project would violate the duplicative piping prohibition set forth in Neb. Rev. Stat. §
66-1852. In its October 2007 Jurisdictional Order, the Commission rejected NRC's argument
that federal preemption would prohibit the Commission from applying the duplicative piping
prohibition of § 66-1852. The Commission concluded that "if the pipeline at issue constitutes a
"Hinshaw Pipeline”, then it is subject to the plain language of the SNGA [sic] and the
commission’s jurisdiction, just as any other natural gas public utility operating within Nebraska
would be." (Jurisdictional Order, at 9). SourceGas remains concerned that the positions outlined
by NRC in its Application indicate that NRC will attempt to use the specter of federal regulation
to obtain a certificate of public convenience from the Commission in order to allow its project to
proceed, and then ignore the double piping prohibition by cherry-picking high volume ratepayers
currently being served by SourceGas or other entities in Nebraska, putatively under federal
authority. SourceGas respectfully submits that the Commission is obligated to enforce the

double piping prohibition in the same way the Commission enforces other provisions of the Act.




Third, SourceGas is concerned that NRC contemplates a more limited review of its
proposed rates than is required by the Act. As the Commission concluded in its Jurisdictional
Order, the Commission "clearly has jurisdiction over the rates and services offered to an LDC."
(Jurisdictional Order, at 6). Furthermore, the Commission already has ruled that NRC's "rates
and services will be subject to the same review as rates charged by any other jurisdictional
utility." (Id). The State Natural Gas Regulation Act ("Act") requires that rates must be "just and
reasonable”" and "not be unreasonably preferential or discriminatory." Neb. Rev. Stat. § 66-
1825(1). Furthermore, NRC's Application proposes a rate design which must be examined for
consistency with the Act's requirement, among others, that rates charged by a jurisdictional
utility must be cost-based. Neb. Rev. Stat. § 66-1825; Jurisdictional Order, at 6.

The Commission's review in past rate cases involving SourceGas and Aquila has been
detailed and rigorous, requiring substantial pre-filed testimony, including expert witness
testimony. In contrast, in its Comments filed with the Commission on February 29, 2008, NRC
urges the Commission to undertake a limited review of its proposed rates. NRC justifies its
position because its proposed rates are based on "estimated costs, reVenues, and billing
determinants." (Comments, at 2). However, this is not unlike the test-year approach used by
jurisdictional utilities in rate cases before this Commission. Furthermore, NRC's reliance on
FERC policy for its rate review proposal is misplaced; it is the Act which govemns this
Application. Finally, SourceGas submits that the Commission must carefully scrutinize NRC's
request for negotiated rate authority in the hearing held in this matter. '
Proposed Schedule

In light of the issues outlined in the foregoing comments, SourceGas submits that the
parties and the Commission will need additional time to adequately and fairly address the NRC
Application. Under the schedule proposed in the March 5™ Order, intervenors will have less than
two (2) months to complete discovery, and must even submit their pre-filed testimony on the
same day that discovery concludes, May 1, 2008. Although SourceGas acknowledges the
Commission's desire to complete the hearing in a timely manner, nevertheless it is important to
recognize the rights of the intervenors to have a reasonable time to complete discovery, secure
testimony, including expert testimony, as needed, and prepare pre-filed testimony that will assist

--the Commission in determining whether the NRC Application should be granted and its
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proposed rates approved.

Therefore, SourceGas respectfully submits that the proposed

procedure schedule should be extended by at least two (2) weeks for each of the key dates in the

schedule.

Dated this \Z"  day of March, 2008.

Respectfully submitted,

SOURCEGAS DISTRIBUTION LLC,
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Stephen M. Bruckner #\0_7/3
Russell A. Westerhold #22498
FRASER STRYKER PC LLO
500 Energy Plaza

409 South 17th Street

Omaha, NE 68102-2663
(402) 341-6000

Bud Becker #15346
Vice-President-Regulatory Law
SOURCEGAS DISTRIBUTION LLC
370 Van Gordon Street, Suite 4000
Lakewood, Colorado 80228

(303) 763-3496

Attorneys for SourceGas Distribution LLC




CERTIFICATE OF SERVICE

On this
regular United States mail, postage prepaid, to:

Pamela A. Bonrud
Northwestern Energy

3010 West 59th Street

Sioux Falls, SD 57108
605-978-2990
pam.bonrud@northwestern.com

Loel P. Brooks

Brooks, Pansing Brooks, PC, LLO
1248 O Street, Suite 984

Lincoln, NE 68508

402-476-3300

402-476-6368
Ibrooks{@brookspanlaw.com

Roger P. Cox

Harding & Shultz

800 Lincoln Square

121 So. 13th St. PO Box 82028
Lincoln, NE 68501-2028
402-434-3000

402-434-3030

rcox(@hslegalfirm.com

William F. Demarest, Jr.

Husch Blackwell Sanders LLP

750 17th Street, NW, Suite 1000
Washington, DC 20006

202-378-2300
william.demarest@huschblackwell.com

T.J. Carroll

Kinder Morgan Interstate Gas
Transmission LLC

370 Van Gordon Street

Lakewood, CO 80228-8304

303-763-3269

303-763-3115
ti_carroli(@kindermorgan.com

T day of March, 2008, a true and correct copy of the foregoing was sent by

Laura K. Demman

Nebraska Public Service Commisston
P.O. Box 94927

Lincoln, NE 68509

402-471-0255
laura.demman(@psc.ne.gov

Daniel M. Frey

Seminole Energy Svs., LLC
1323 E. 71st Street

Tulsa, OK 74136
918-477-3412
dfrey@seminoleenergy.com

Alex Goldberg

Seminole Energy Svs, LLC

1323 E. 71st Street

Tulsa, OK 74136

018-477-3497
agoldberg@seminoleenergy.com

Robert F. Harrington

Kinder Morgan Interstate Gas
Transmission LLC

370 Van Gordon Street

Lakewood, CO 80228-8304

Richard Haubensak

Comerstone Energy, LLC

12120 Port Grace Blvd.

Suite 200

LaVista, NE 68128

402-829-3966

402-829-3901

Richard Haubensak({@constellation.com




John M. Lingelbach

Heather Voegele-Andersen

Koley Jessen PC, LLO

1125 South 103rd Street, Suite 800
Omaha, NE 68124

402-390-9500

402-390-9005
John.Lingelbach@koleyjessen.com
Heather. Voegele@koleviessen.com

Larry W. Headley
Aquila Networks
1815 Capitol Avenue
Omaha, NE 68102
402-221-2023
402-221-2501

larry.headlev@agquila.com

Patrick 1. Joyce

Husch Blackwell Sanders LLP
1620 Dodge Street

Suite 2100

Omaha, NE 68102-1504
402-964-5012

402-964-5050

patrick. jovee@huschblackwell.com

Troy S. Kirk

Rembolt Ludtke LLP

1201 Lincoln Mall, Suite 102
Lincoln, NE 68508
402-475-5100

402-475-5087
tkirk{@remboltludtke.com
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Michael Loeffler

Northern Natural Gas Co.
1111 South 103rd Street
Omaha, NE 68124
402-398-7200

402-398-7006
Michael.loeffler@nngco.com

Angela D. Melton

Nebraska Public Service Commission
P.O. Box 94927

Lincoln, NE 68509

402-471-0274
angela.melton@psc.ne.gov

Steven G. Seglin

Crosby Guenzel LLP

Suite 400, Federal Trust Bldg.
134 South 13th Street
Lincoln, NE 68508-1901
402-434-7300

402-434-7303
sgs@crosbylawfirm.com

Penny Tvrdik

Northern Natural Gas Co.
1111 South 103rd Street
Omaha, NE 68124
402-398-7097
402-398-7426
penny.tvrdik@nngco.com




